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BRIEFING OVERVIEW

• HISTORICAL PERSPECTIVE
• CERTIFICATION PROCESS
• DCMC/DCAA GUIDANCE
• SAVINGS CERTIFIED
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• SIGNIFICANT ACTIVITY
• INDUSTRY LETTER (JUN 93)
• DEUTCH POLICY (JUL 93)
• INITIAL DCAA/DCMC GUIDANCE (JAN 94)

HISTORICAL PERSPECTIVE
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• FY 95 DoD AUTHORIZATION ACT
• FINAL DFARs (APR 96)

HISTORICAL PERSPECTIVE
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• INDUSTRY ISSUES
– CASH FLOW
– CERTIFICATION PROCESSING TIME
– EXTERNAL vs. INTERNAL

RESTRUCTURING COSTS

• JOINT DCAA/DCMC INDUSTRY WORKING
GROUP

HISTORICAL PERSPECTIVE (CONT’D)
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• NOVATION AGREEMENT
• SEGREGATE AND SUSPEND COSTS
• OBTAIN PLAN AND PROPOSAL

RESTRUCTURING CERTIFICATION
PROCESS FLOW

ACO RESPONSIBILITIES
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• NOTIFY BUYING ACTIVITIES
• ADJUST PRICING RATES
• REQUEST AUDIT

RESTRUCTURING CERTIFICATION
PROCESS FLOW

ACO RESPONSIBILITIES
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• NEGOTIATE ADVANCE AGREEMENT
• OBTAIN OSD APPROVAL
• EXECUTE AGREEMENT

RESTRUCTURING CERTIFICATION
PROCESS FLOW

ACO RESPONSIBILITIES
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• EXTERNAL DEFINITION
• 3 YR LIMIT, $2.5M THRESHOLD
• NO MEMORANDUM OF UNDERSTANDING
• REPRICING CLAUSE MANDATED

Significant Changes in Final DFARS 231.205-70,
Restructuring Cost Rule (Apr 96)
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• RESTRUCTURING PROJECT OVERVIEW
• PROPOSED RESTRUCTURING ACTION AND

TIMEFRAME
• COST AND SAVINGS SUMMARY
• PROJECT MANAGEMENT
• COST COLLECTION/ALLOCATION
• TEAM IDENTIFICATION AND MILESTONES
• RELATIONSHIP TO FORWARD PRICING

DCMC Policy Letter No. 96-08--Provides Guidelines
for a Contractor’s Restructuring Proposal
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• COST AND SAVINGS
- SUMMARY SCHEDULES
- BASIS OF ESTIMATES

DCMC Policy Letter No. 96-08--Provides Guidelines
for a Contractor’s Restructuring Proposal
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• SAMPLE ADVANCE AGREEMENT

–   PRESENT VALUE
–   COST CEILING
–   PROJECT NET SAVINGS

• SAMPLE ACO CERTIFICATION

DCMC Policy Letter No. 96-08--Provides Sample
Restructuring Advance Agreement
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Defense Contract Management Command

INDUSTRY RESTRUCTURING

Estimated costs &
savings over a
5-year period

    12      $  .8B               $ 4.1 BIL          $ 3.3 BIL

Number of
Acquisitions

Estimated
DoD Costs

Estimated
DoD Savings

Net DoD
Savings
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CONTRACTOR RESTRUCTURING

United Defense (UDLP) OSD Certification
FMC-Harsco Partnership May 95

Martin Marietta OSD Certification
(GE Aerospace) Sep 95

Northrop (Grumman and OSD Certification
Vought) Feb 14, 96

Martin Marietta OSD Certification
(GE Aerospace) Feb 14, 96



• 33 MERGERS/ACQUISITIONS
• STREAMLINE PROCESS - IDENTIFY

SAVINGS
• MERGER COMPLEXITIES - PENSIONS
• MORE TO COME

CONCLUSION
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